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taxation and less economy; we are borrowing vast sums,
and already the rate has risen to 4! per cent*

Before the war the City of London was the world's
banker* The bill on London was international currency*
There was a free gold market, and the Bank of England
would exchange its notes for gold to an unlimited
extent* Enterprising banks in all parts of the world had
branches near Threadneedle Street, and most of the
great State Banks, such as the Imperial Banks of Russia
and Germany, kept sterling bills on London which
enabled them to draw gold* Free trade in gold and
commodities lay behind the banking power of London ;
but this very banking power and the liquid resources
of so many mighty institutions helped in their turn to
make England an entrepot of trade as well as a centre
of exchanges* An annual overflow of British capital
of from 150 to 200 millions was directed by the City
into foreign and colonial loans* All things, in short,
worked together, and our vast merchant marine, com-
prising half the ships of the world, served our
geographical position, our trade policy, and our banking
power* The City, in short, was the wonder of the world,
of which it took daily toll*

On the outbreak of war in August 1914 this delicate
machinery was shattered for the first time* The unsub-
stantial but highly profitable fabric of international
credit faded into nothingness. Most of our foreign
creditors wanted to cash their bills on London and for
the first time they found it impossible* For a few days
credit communication with the outside world was cut
off* War is an arbitrary act which suspends aU com-
mercial and financial dealings* To meet the situation
and save the City arbitrary action was necessary* The